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NORWAY - KEY ECONOMIC INDICATORS 


All values in U.S. $ million 
and represent period averages 
unless otherwise indicated 


Exchange Rate: US$1.00 = Nkr. 5.25 1974 1975 % Change 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices (millions) 24,526 
GNP at Constant (19%) Prices (mill.) 26,807 
Per Capita GNP, Current Prices 6,727 
Plant & Equipment Investment (mill. ) 5,314 
Personal Income (mill. ) 17,535 
Indices: 
Industrial Production (1970 = 100) 120 
Av. Industrial Wage (1974 = 100) 100 
Labor force (thousand) 1,659 
Av. Unemployment Rate (2%) 0.6 


MONEY AND PRICES 
Money Supply (m11.) 6,126 
Bank of Norway discount rate (%) 5.5 -9. 
Indices: 
Wholesale Price (1961 = 100) 175 9. 
Retail Sales (1973 = 100) 112 ifs 


Balance of Payments and Trade 
Gold & For. Exch. Reserves (mill.) 1) 1,958 13. 
External Public Debt (mill.) 1) 217 382. 
Annual Debt Service (mill. ) 4y 34, 
Balance of Payments © (mill.) -1, 300 90 
Balance of Trade (mill.) -842 130 
Exports, FOB (mill.) 6,616 
U.S. Share (%) 5.3 9 
Imports, CIF (mill. ) 8,868 8 
U.S. Share (percent) 8.1 -12. 
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Main imports from U.S. 1975: Machinery: $121 million 
Soybeans $ 78 re 
Grain $ 35 
Petroleum and products $ 30 
Alumina $ 28 
Iron and steel $ 26 
Scientific and Tech. instrum. $ 23 


1) End of period figures 





SUMMARY 


Although the slowdown of the economies of most of her trading partners 
is.making its impact.on Ehe Norwegian economy, total economic activity 
continues high, and, except for a few industries, notably shipbuildirg 
and pulp and paper, prospects for 1977 are generally good. The real 
growth of the economy is projected to rise from about 6% in 1976 to 
about 7% in 1977. A major objective of the government is to halt the 
growth of domestic costs in order to retain the country's:cometitiveness 
in international markets. A forthcoming spring tripa‘titte wage negotiation 
in which the government will offer reductions in personal taxation, 
consumer subsidies, etc. in exchange for low nominal wage increases, will 
be the main policy instrument for reaching this goal. 


If the government's forecast for 1977 of substantial growth in total 
demand is correct, Norway's imports of US goods should continue to grow, 
especially because wage increases in Norway are making Norwegian labor 
costs in many industries higher than those in the US. 


I. CURRENT TRENDS 


Prospects for Continued Economic Growth 


During the first half of 1976 the Norwegian economy was clearly recovering 
fran a slump in 1975 which, thanks to anti-cyclical measures adopted by 
the government, had been relatively mild. The international economic 
upswing which started toward the middle of 1975 resulted in increased 
foreign demand, and exceptionally large inventories of export products 
were brought down toward normal levels. The 1977 National Economic 
Budget (NEB) issued in early October 1976, which contains the Norwegian 
government's economic projections and programs for 1977, was based on 

the relatively promising outlook for the world economy prevailing last summer 
and early fall. It projects an 8% rise in total gross national product 
(GNP), or 4.5% if shipping and oil related activities are excluded, and 
growth in total demand which would warrant tighter monetary and credit 
policies and less expansionary fiscal pdlicies during 1977. The slower 
than expected recovery during recent months of the economies of most of 
Norway's trading partners, however, indicates that the government's 
econanic forecasts may have been too optimistic. Unless economic activity 
in Norway's major foreign markets in Western Europe picks up again shortly, 
many of the 1977 NEB projections will probably have to be revised amd the 
appropriateness of-its proposed pdlicies and programs re-examined. Even 
so the OECD has only lowered its projected rate for real growth in Norway's 
GNP during 1977 from 8% to 7%, still almost twice the average projected 

by the OECD for member countries as a whole. 





Statistical data so far available supports this relatively optimistic 
outlook for the Norwegian economy. Production and demand continue to show 
improvement, except for shipyards and pulp and paper mills. However, 
industry leaders as well as government spokesmen warn against the rising 
domestic costs which, they contend, are making Norway's products less 

and less competitive in international markets. Since Norway is deperdent 
on foreign trade with exports and imports each equivalent to approximately 
50% of GNP, a decline in its canpetitiveness will have serious consequences 
over the long run for traditional exports and employment. 


Even so, the optimistic forecasts for 1977 of the NEB and the OECD have 

a good chance of being realized, if current investment plans are carried 
through, damestic demand holds up as expected, and foreign demand does not 
decline. Support measures recently announced by the government for industry 
exposed to competition from abroad are evidence that the government will shore 
up industries in need of support. Moreover, the Norwegian government is in 
the enviable position of being able to borrow nearly unlimited amounts 

of foreign capital against future petroleum revenues. 


Consumer Demand on Uptrend 


Consumer demand as measured by the retail sales volume index rose by about 
one-half of one percent in each of the first two quarters of 1976. Durirg 
the third quarter--spurred by wage and salary increases obtained in last 
spring's income settlements--retail sales jumped 4.6%. The bulk of the 
increase took place in consumer durables, notably passenger automobiles, 
furniture, and household appliances. A record of 109,100 new passenger 
autamobiles were registered in January-October, or 23.2% more than during 
the first ten months of 1975, probably reflecting buyers' anticipation. 

of rising car prices. Compared with one year earlier, consumer demand 
had risen 8% in volume by the end of the third quarter of 1976. 


The major government objective for this spring's comprehensive income 
settlement is to secure a 1977 growth in real disposable income of 2.5% for 
wage and salary earners and of 5% for social security recipients. The NEB 
estimates that these increases will result in a 4.5% rise in total private 
consumption in 1977. In addition to the rise in real disposable income, 
consumer demand can be expected to be strengthened by the first installment 
of funds paid back to investors in the ten-year tax free savings program 
commenced in 1967. 





Capital Spending Plans Indicate Rising Business Confidence 


The Central Bureau of Statistics investment survey for the third 

quarter, which is based on reports fran 2,400 companies, shows that 
companies plan to increase business investment substantially during 

1977. Compared with the Bureau's third quarter survey last year, 
investment in mining, manufacturing, and electricity generation is expected 
to rise 54.6%. The value of expected investment during 1977 registered 
in the third-quarter this year is, moreover, 25% higher than comparable 
capital spending plans reported during the second quarter. In mining, 
daninated by off-shore petroleum projects, capital expenditures are 
expected to increase 117.3%; in hydroelectric power development, 21.8%; 
and in manufacturing industries, 6.8%. These investment plans 
substantially exceed the NEB projections, particularly for off-shore 
petroleum development. The survey anticipates that off-shore petroleum 
investment will rise by 117%, a figure that may be unreasonably high, 

even with inflation taken into account. The NEB projects only a 2% 

rise in volume in the sector. Total 1977 investment, public and private, 
is forecast by the NEB to grow only 0.3% or 5.1% if shipping and off-shore 
petroleum activities are excluded. 


Order Situation Fairly Satisfactory, but Stocks of Export Goods Continue 


High. 


The Central Bureau of Statistics third-quarter survey of new orders shows 
that, with the notable exception of shipbuilding, new orders received 
during the quarter are substantially higher than during the same period 
last year. However, most of the industries surveyed showed little change 
in total orders booked despite the inflow of new orders during the quarter. 


As far as primary iron and metals are concerned, new orders rose markedly 
in the second and third quarters this year campared with last year, 
particularly export orders. No breakdown for individual metals is 
available, but other information indicates that aluminum accounted for 
the bulk of the increase. The value of orders on hand for primary iron 
and metals has also remained almost constant since the third-quarter of 
1975. 


The engineering industry, transport equipment excluded, registered a 

25% rise in the value of new orders received during the first three 
quarters of 1976. Furthermore, order backlogs are only 8% lower than 
the record set at the beginning of 1975 and have shown little change since 
the fall of 1975. 





The weakest spot for new orders is the transport industry, which is 
dominated by shipbuilding. Order books for ships have been reduced 
55-60% during the last two years as a result of cancellations and 

the receipt of practically no new ship orders. According to a recent 
survey, Norwegian shipyards have on hand orders for only eleven months 
work, the lowest backlog of any OECD shipbuilding nation. 


New orders for chemical raw materials have risen continually since the 
fall of 1975, but not sufficiently to prevent a reduction in orders on 
hand which, at the end of the third quarter, were lower than they had 
been for three years. 


New orders for textile and clothing has been relatively satisfactory 
so far this year, and orders on hand are well above last year's bottom. 
Profitability, rather than slack demand, is the main problem in that © 
industry. 


The index of inventories of export goods, which reached a high of 226 
the third quarter of 1975 (1970=100), was reduced during the spring 
months, but flattened out at 184 during the second quarter. On the 
other hand stocks of timber and pulp and paper are reported at all-time 
record levels now while inventories of imported goods have fluctuated 
greatly since the sizeable build-up in 1974. 


Industrial Production and Employment Relatively Stable 


Manufacturing production during the first half of 1976 was about 4% 

below the peak registered during the first half of 1974. After the bottom 
was reached around the turn of the year, production turned upward slightly 
during the first half of 1976, growing 2% on an amnual basis. The 
shortening of the working week on April 1 from 42 to 40 hours has been 

a restraint on this growth. However, between August and October 
subindices for export, consumer, and investment goods rose 12.1%, 4.2%, 
and 0.1%, respectively. In addition the index for mining, off-shore 
petroleum activities included, rose nearly 30% during the.same period. 


Seasonally corrected, manufacturing production was 2.3% higher during 
the third quarter than the second quarter and 0.5% hi than the first 
quarter. Third quarter output of export amd consumerjwere 2.6% and 1.4% 
higher, respectively,than during the second quarter. The NEB projects 
a 4.6% rise in overall manufacturing production in 1977. 





At the end of November there were 18,100 registered unemployed, 25% less 
than one year earlier. One reason is a series of extraordinary government 
measures, including direct wage support of 8,000 production workers, 1,000 
more than in 1975. 1.2% of the total working force was unemployed at the 
end of November, and unemployment has been clearly lower this fall than 
last fall. The number of vacancies has also been higher, and there have 
been fewer temporary lay-offs. This development is, however, unlikely 

to continue unless the government introduces new support measures to 
maintain production and employment. A number of pulp and paper companies 
have announced temporary end-of-year lay-offs which in %stfold county 
alone it is estimated will affect 3,000 workers. 


Huge ort Surplus Sustained by Borrowi ainst Future Petroleum Revenue 


The value of January-October commodity exports exceeded last year's 

total for the same period by 16.1%. Excluding exports of ships, the 
value rose 20.1%. About 60% of the rise was accounted for by petroleum 
piped from Ekofisk to Teeside in the United Kingdom. Other major products 
recording gains were non-ferrous metals (up 38%), particularly aluminiun, 
canned fish and other processed fish products (up 28%), fish meal and 

oil (up 52% and 57%), furs (up 52%) andfurniture (up 21%). Exports of 
fertilizers dropped 28%, of transport equipment excluding ships, 22% and of 
iron and steel,2.1%. The pulp and paper industry, which had had a poor 
year for exports in 1975, only managed to increase the exports of pulp and 
paper by 8.8% and 4.5%, respectively, in January-November. 


January-October imports, ships excluded, were 17.0% higher than a year 
earlier. Imports of new ships rose 12.4% and of second-hand ships 28.7%; 

The most notable increase in imports was recorded by motor vehicles, (up 39%). 
Other transport equipment except ships recorded a 32% rise, mainly because of 
imports of petroleum production platforms and other petroleum related 
transport equipment. Substantial import increases during the first ten 
months were also recorded by food products (up 22%), mineral oil and 

products (up 47%), chemicals (up 13%), office machinery and data 

processing machinery (up 23%), and telecommunication equipment and 

other equipment for recording and reproducing sound (up 24%). 


Norway had a $2,763 million (at $1.00 = Nkr. 5,25) balance of payments 
deficit on current account during the first three-quarters of 1976, two- 
thirds higher than the deficit during the same period in 1975. Excluding 
shipping and petroleum activities, the deficit was $638 million greater 
than one year earlier. For the whole year an all time deficit of $3.5 
billion is projected, and for 1977 a $2.5 billion deficit. These deficits 
are financed more or less automatically by oil companies operating in 

the North Sea and by foreign credit for ships built abroad. In addition, 
the Norwegian government in 1975/76 emerged as a major borrower abroad 





increasing foreign debt ten-fold from $217 million at the beginning 
of 1975 to $2.1 billion at the end of 1976. In 1977 the government 
has been authorized to borrow $762 million abroad. The government does 
not consider this borrowing risky in view of expected petroleum revenues. 


II. IMPLICATIONS FOR U.S. BUSINESS 


Clearly, the:picture would be still brighter for Norwegian businessmen 

if economic recovery abroad were faster; if there were not an oversupply 
of tankers amd oil rigs; and if development of the off-shore oil fields 
were allowed at a faster pace. In general, however, business is improving; 
and the government has demonstrated its readiness to help those industries 
still having difficulty and to adjust to changes. Therefore, American 
campanies will still find Norway well worth their attention in 1977. 


One Norwegian problem--high costs--means opportunity for American businesses. 
That high costs will be a permanent feature of Norwegian business was 

a major conclusion of a recent Parliamentary debate on the position of 
Norwegian industry. Figures cited by the Vice President of the Norwegian 
Industry Association explain this concern. Wage costs in Norway rose by 
80% between 1971 and 1975 while they rose 60% in Germany, 55% in Sweden, 
48% in England, and just 7% in the U.S. By early 1976, according to 
another source, Norway's hourly wages (including taxes on social security 


contributions of employers) were already close to the highest in the:world. 
They were 17% higher than American wages, and the lead was growing. 


Recognizing these hard facts, Industry Minister Gjerde says there must 

be movement from labor intensive industries, such as clothing and textiles, 
to more capital intensive industries. Electronics and petrochemicals 

are likely possibilities, as are stepped-up oil and hydro electric 
development. American exporters should take note, for they can provide 
much of the equipment and engineering for this development and for 
streamlining the factories of manufacturers who must reduce labor costs. 
Since imports will replace the products of domestic labor intensive 
industry, American exporters should benefit here too. 


Embassy surveys point to especially high rates of growth in Norwegian 
imports of products such as American process control instruments, 
camputers and peripheral equipment, and conmunications equipment. 

Business equipment other than computers, machine tools, and other. equipment 
discussed below should do nearly as well. Less directly related to labor 
costs, but of greater importance in total dollars, will be continuing 
investment in oil field equipment and services. Building and equipping 
the second platform for the Statfjord oil field (the first platform is 
nearing completion) will be a billion dollar project alone. The position 
of American companies as partners with.Norwegian companies in this and 
other projects illustrates the course which foreign companies ought ever 





more frequently follow, if they wish to participate in Norway's economic 
growth. Government policy encourages such partnerships to broaden 
Norwegian industrial competence. 


A related policy calls for Norwegian industry eventually to provide up 
to 40% of the goods and services required by the offshore oil activity 
on the Norwegian shelf. 


The percentage now supplied by Norwegian industry is far lower (around 
15%). The government requires only that Norwegian goods and services 
be used where price, quality, and delivery time are competitive, and has 
not pressed companies too strongly where these requirements cannot be 
reasonably met. Some American companies are protecting their position, 
however, by licensing their products for manufacture in Norway. 


Pollution control equipment, especially for water pollution, is another 
attractive area for licensing arrangements in addition to exports, and 
continues to be of interest to Norwegian industry and government agencies 
concerned with rising standards of environmental quality. 


Some American consumer goods of exceptional quality or appealing novelty 
are finding a market in Norway's prosperous society, but duty-free trade 
in manufactured goods from the Common Market, commencing:on July 1, 1977, 
will make competition even more difficult. Success of a recent promotion 

. of American foodstuffs augurs well for U.S. exports to Norway of fruit, 
juices, and nuts. 


Due to the changing pattern of food consumption in Norway, there also 
appears to be increased market potential for convenience and specialty 
food preparations. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
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